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Introduction

The puFp1st" 0i the sorvey 55,11 I /

determine die extent to which edu-
.,itional institutions are now providing
health-c are c. overage (or retirees under
their group health insurance plans: (2) to
-samme trends in retiree «)verages that
;lase taken place since our previous sur-
et. in I 9S-: I i) to describe the major

%.urrent provisions of institutions. retiree
.userages: and t to learn something

about the health-care cost controls that
have hem introduced in the Plans of edu-
cational institutions in recent Years or are
now being considered.

Interest in the extent and design ot cur-
rent health-care plans tor retirees has
sharply increased since thr recent issue of
the Financial Accounting standards Board
FASB t Statement ot Financial Account-
ing Standards. no. I 6. ErqP/o.ur,' Acoiunt-

:n: r l'trt fir, 15/c rt 13,11rit, OthLr
Mn.o,us. The statement applies to non-
go ernmental employers mckiding non-
profit organizations. It requires accrual
accounting for fiscal years beginning atter
December I S I 9,)2 (after December I s,
I 99-i, tor small Institut «ins as defined be
the statement) tOr retiree health-care and
other postretirement benefits and pro-
vides for transitional amortization of accu-
mulated benefit obligations. A similar
statement for i,ncvernrnettt,il employers is

expected to be issued by the Governmen-
tal Accounting Standards Board (GASIi)
in the next few years.'

The Survey Group

Our survey universe consisted of all col-
leges. universities. nd independent schools
with TIAA-(:It Els retirement pl.ok A

total of I .6()I Institut nms responded to the
retiree health-care survey-1.04-i colleges
and universities and Ss- independent
sc hook. The response rate tiff the colleges
and universities was 65'; tor independent
schools, 62'

Extent of Retiree
Health-Care Coverage

Sixty-one percent of the colleges and
uniersaies and 2 I i ot the independent
sc. hook report that they now provide tor
continued participation of retirees who are
under age (IS. age 6S and oser, sir both. in

Table 1
nstituti( ins Pros iding tot Participation of Retired Employees

in Employer-Sponsored Group I fealch-Care Plans, by Percent"

All Colleges
and Universities

Four-Year Institutions Two-Year Institutions

Total Public Private Total Public Private
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COBRA Coverage Provisions

The Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA) pre-
scribes rules under which employers and their qualified beneficiaries (including de-
pendent children) who are covered under an employer's group health plan must be
given the right to elect continued coverage under the plan if the coverage would oth-
erwise have ended because of a designated "qualifying event.- For employees, quail-
tYing events include termination of employmenteither voluntary or involuntary
and reduction of hours. For spouses or dependent children, the qualifying events are
divorce or legal separation from or death of the covered employee, loss of dependent
status as specified in the plan, and the employee's becoming eligible for Medicare.

If continuation of coverage is elected, the length of time it must be extended differs
for employees and dependents. Generally, coverage may continue up to eighteen
months for employees and up to thirty-six months for dependents. The continued
coverages will end before the period of eighteen or thirty-six months if (1) the em-
ployer terminates all group health plans; (2) the required premiums are not paid on
time; (3) the insured becomes covered under another group health plan, as long a_s
such coverage does not: contain a limitation with respect to a preexisting condition;
or (4) the insured becomes entitled to Medicare.

I. .nder COBRA, the insured may be required to pay a premium for the continued cover-
age et up to 1 112''; of the cost to the plan for coverage of similarly situated individuals. In
no case can the employer require evidence of insurability as a condition for electing the
continuation ot coverage.

f heir group health insurance plan or
plans.-

Table 1 shows by institutional type
and control the reported extent ot health-
( are plans tor retirees. By retiree groups
covered, 5 V ; ot college and university
plans cover retirees who arc. under 6S and
those (iS and (Ner: ; over only retirees

age 65 and over; and i cover lust re-
tirees under age 05, that is. until they
reit( h the ot eligibility tor Medicare.
Table 1 also shows that, while 92' ; cf

public four-sear institutions report
health-care c (is erage ot retiree groups. just
so' ; of their prn,Lte cotincerparts report
soc h erage.

Table 2 compares the results ot the ur-
rent stir-Vey with the survey we conducted
in 198-..cs reported in Rt,(..mi) Diabvio.
no. 19. October 1988. (Both the 198-
and the 1992 surveys covered colleges,
universities, and independent sc hook
with TIAA-CREF retirement plans. but

,hould be noted in comparing the two
surveys that not all institutions respond-
ing to the first survey responded to the
second, and vice sersa. Further. we can
make comparisons of data from Clic 10S-
and 1992 surveys only on certain ques-
tions, since the sursey questionnaire in
198- .sas relatis eft brief compared with
the questionnalre tor the 1O92 survey. I

Institutions otfering lust the hmiteci
roup health insurance continuation man-

.iated for terminated employees t he

Consolidated Omnibus Budget Reconcil-
_awn Act ut. 1955 (COBRA) were not
ounced as providing retiree coserage in

,:ither the 1992 or the 108- health-care
surveys. See the box at left tor a descrip-
tion of COBRA coverage.

'Fable 2 shows a decline over rhe I 08--
1 992 period in the proportion of institu-
nons offering employer-pros Ried health-
ire coverage tor retirees Under age
f )5-from -9'; of c()Ikges and universi-
ties in 198- co s8'; in 1992. ,mcl tbr re-
tirees age 65 and overfrom -4'; of col-
leges and universities in 198- co S-';
! 992. I There is a pronounced difference
in these changes according co institution-
al control. In public four-year insticu-
r:ons. employers with co% erage tor retirees

el') and Mel- remained essentially tin-
. hanged-91 ; iii 108- and 90'
1992 for their loveraye of retirees under
aize 65, there was a shady greater de-
, linefrom ,)6'; of public-sector em-
ployers in 198- to 92'; in 1992. In pn-
%ate four-year insrautions, the- reported
. overage declined substantially: tor rc-
:trees under age 65. from -2' ; of employ-
:rS in 198- to (6'; in 1992ind nir re-
tirees age 65 and over. from 6-'; in

4s' in 1902. A greater decline is evi-
cient in independent schoolsto 18 ; tor
..overage of retirees both under 05 and age
f.,5 and over in 14)02. from lust oser half in

L'i) I niu. Ir \;(1.1,1, A

; 990 national stir% ev ot 1.062 public- and
private-sector employers bs A. 1:,),.ter
I lit:gins c,. (:(i. reported that (0'; provide

1992 Survo

Retiree', incicr

Retirees ace oi and iiver

198- Survey

Retirees under

Retirees age os and (i.e..'

Table 2
Provision for Participation of Retired Employees

in Employer-Sponsored Group Health-Care Plans, h. Percent

Cinriparison of 1992 and 198' Surveys

All Colleges
and Universities
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retiree health-care coverage for retirees
under age 65, and 54% for retirees age 65
and over.5 A 1989 survey covering 5,500
companies by the General Accounting
Office reported chat 43% of companies
with over five hundred employees provide
retiree health-care coverage!'

Coverage of Spouse
and Dependents

Under health-care plans for retirees,
most employers also offer coverage for a
spouse and eligible dependents, usually
children under a specified age. For re-
tirees under age 65, 2% of the colleges

and universities and 9% of the indepen-
dent schools report that they offer cover-
age for the retiree but not the spouse.
Some plans cover the spouse bur not
other dependents, a provision that is re-
ported by 93% of college and university
plans and by -'6% of independent school
plans.

Table 3 shows the extent of spousal
and dependent coverage. The figures in-
dicate some differences between public
and private institutions. Public inscitu-
(ions are more likely to offer spousal and
dependent coverage than are private in-
stitutions. Thus, tbr coverage under age

65, 100% of public four-year institu-
tions report coverage for a retiree and
spouse, compared with 89% of private
four-year institutions. For coverage at
and over age 65, 98% of public institu-
tions and 86% of private institutions re-
port coverage for both retiree and spouse.

For retirees age 65 and over, the major-
ity of plans that provide retiree benefits
also cover retirees' dependents. But the
survey shows that employers with cover-
age for retirees age 65 and over are slight-
ly less likely to offer the plan to depen-
dents than they are in the plans covering
retirees under age 65.

Table 3
Eligibility of Spouse and Other Dependents

for Health-Care Coverage According to Whether Retiree Is
under Age 65 or Age 65 and over, by Percent

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year institutions

Total Public Private
Independent

Schools

Total with health-care
coverage tbr retirees

Retirees under age 65
Offered to retiree
bur nor spouse

Offered to retiree
and spouse
Offered to retiree, sp.use,
and other dependents

Retirees age 65 and over
Offered to retiree
bur not spouse
Offered to retiree
and spouse

Offered to retiree, spouse,
and other dependents

n=639

93

86

80

n=514

93

85

91

80

n=19-

100

96

98

4

n=327

; (7-

89

-8

5

86

-1

n=115

3%

96

88

5

8-

8 0

n=104

3 %

96

89

90

84

n=11

91

8/

1-

55

46

n=117

76

5-

13

)

Table 4
Coverage of Spouses Whether Limited to Spouses at the Time of
Retirement or Including Those Becoming Spouses at a Later Time

Institutions Where Spouses Are Eligible for Health-Care Coverage, by Percent

Four-Year Institutions Two-Year Institutions
All Colleges

and Universities Total Public Private Total Public Private
Independent

Schools

Total with health-uire
(overage for spouses n 6 I

Limited to spouses at
time of retirement itir;

Including those who become
spouses at a later time 5- 55

n 506 n -196 n 1 0 n-111 n-101 n=10

cw;

No response

21"; SW;

42

r; 29"i

6 i (15

6 6

S 0%

4).)

10
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n=101

58%
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Table 5
Eligibility Requirements for Retirees' Participation in the

Group Health-Care Plan, by Percent

Eligibility Requirements
All Colleges

and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions

Total Public Private
Independent

Schools

Retirees under age 65 n=610 n=.497 n=196 n=301 n=113 n.103 n=10 n=100

Years-of-service
requirement only 18% 18% 19% 16% 18% 18% 20% 18%

Age requirement only 1 2 3
1 1 4

Age-plus-service
requirement 54 56 56 5' -14 46 30

Eligibility no marrer how
long with institution 2; 21 18 23 31 -40 35

Other 1 ) 4 1 1

No response I
* 1 3 1

Retirees age 65 and over n=597 n=491 n=193 n=298 n=106 n=97 n=9 n=99

Years-of-service
requirement only ;--; 38% 41% 36% 33% 35/77; 11% 36%

Age requirement only _ ' 5 2

Age-plus-service
requirement )-._ 28 26 29 26 24 56 16

Eligibility no macter how
long with institution" 29 28 24 30 35 35 33 -i3

Other 3 3 4 I

No response 1_ 1_ 2 1 4 4

Less chan 1 percent

'Generally in these plans, formal retirement as defined by the instinicion establishes eligibility for retiree health-care plan parncipanon.

New Spouses after Retirement Our survey
asked whether spousal coverage is limited
to spouses who are married to retirees at
the time of retirement, or includes those
who become spouses at a later time. Table
4 shows that quite a few institutions ex-
clude from spousal coverage the marriage
partners of retirees when marriage takes
place after retirement. Overall, 40% of
colleges and universities and 58% of inde-
pendent schools exclude spouses who gain
that status from postretirement marriage
or remarriage. There is a difference
among public and private institutions.
While 21% of public four-year Institu-
tions and 29% of public two-year institu-
tions limit coverage to the spouse at the
time of retirement, a much higher propor-
tion of private four-year institutions
(5( '11and of private rwo-year institutions
(5(i%) limit the coverage co spouses at the
time of retirement.

Eligibility Requirements
for Ret!ree Coverage

Institutions with group health-care cov-
erage for retirees can open the plan to all re-
tirees without restriction or can impose eh-

Oak); requirements. Most plans incorpo-
rate specific eligibility requirements, usu-
ally a years-of-service requirement or one
that combines age and service, often with
internal combined minimums for the two
components. An example of the latter is
the frequently used "rule of 70," which
might incorporate a minimum age require-
ment of 55 and a minimum service re-
quirement of ten years. but with total ser-
vice and age required to add up to at least
'0 for coverage eligibility.

For health coverage when retirement is
before age 65, 18% of all colleges and uni-
versities have only a years-of-service require-
ment; 54% have a requirement combining
age and service. Where retirees are covered
(or the health-care plan without specific age
or years-of-service requirements-23% of
all colleges and universitieseligibility is
usually based on meeting the institution's
own policy statement regarding retirement
status. The distribution of eligibility provi-
sions is shown in Table 5.

For healtn coverage eligibility when
retirement is at 65 :nd over, a significant-
ly smaller percentage of institutions re-
port a requirement that ;:ombines age and

service; a higher proportion report a ser-
vice-only requirement. Thirty-seven per-
cent of all colleges and universities have
or,ly a service requirement for coverage for
retirees at or after age 65; 27% have a
combined age and service requirement;
and 29% provide coverage based on re-
tired status but without a specific age or
service requirement.

Eligibility requirements at four-year
public and private colleges and universi-
ties are not greatly different from each
other. Thus, for those who retire before
age 65, there is a combined age and ser-
vice requirement at 56% of public and
57% of private four-year institutions,
and for those who retire at or after age
65, at 26% of public and 29% of private
four-year institutions.

Among independent schools, 41% v.--
port a combined age and service require-
ment for health-care coverage for those
retiring before age 65, and 16%, for
those who retire at age 65 and over.

I98' -1992 Change Compared with
our 1987 survey, the 1992 data show
that plan eligibility requirements are

Page 4
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now more detailed. Eligibility of retirees
per se without specific restriction has de-
clined: the use of service, or combined
age and service, requirements has in-
creased. Table 6 compares the responses
in the two surveys, both for those who re-
tire before age 65 and for those who re-
tire at age 65 and over.

Single Sert.ice or Age PointsRetirement
6efore A.0 65 For those who retire before
age 65, where eligibility for health-care
coverage is determined by years of service
only, the MOSE frequently stated require-
ment is ten years (49% of colleges and
universities and 33% of independent
schools). Five years is the next most fre-
quent (21% of colleges and universities
and of independent schools).

Where there is only an age require-
ment for those who retire before age 65,
age 55 is the most frequently stated min-
imum age of eligibility in colleges and
universities (46%), and age 60 in inde-
pendent schools (50%). The next most
frequently required eligibility ages at col-
leges and universities are age 60 (15%)
and ages 61 or 62 (15%), and at indepen-
dent schools, age 55 (25% ) and ages 61 or
62 (25%).

Combined Service and Age Requirements
Retirement before Age 65 Where age and ser-
vice are combined in a plan's statement of
eligibility requiremems for employees
who retire before age 65, the most fre-
quently reported eligibility ages at col-
leges and universities are age 55 (47% ):
age 60 (20%); and ages 61 or 62 (13%).
At independent schools, the most fre-
quently stated ages are the same, but in
different proportionsage 55 (37%); age
60 (22%); and ages 61 or 62 (20%).

For the service component of a com-
bined age and service requirement. at
colleges and universities the most fre-
quently reported requirement is ten
years (46%); this was followed by eleven
co nineteen years (13%) five years
(12%); and twenty years (9%). For in-
dependent schools, the mos: frequently
reported service components are, in
order, ten years (49% ); eleven to nine-
teen years (20%); twenty years (12%):
and five years (7%).

Only about a quarter of the colleges
and universities that specify a combined
age and service requirement for those re-
tiring before age 65 answered a question
about a minimum total for the two com-

ponents added together. Most of those
who responded state a rule of 70 (19%) or
of 75 (23%). A rule of 65 is reported by
17%, and a rule of80 by 17%. Only 10%
of independent schools indicated a com-
bined minimum figure; most of these
have a nile of 70.

Single Service or Age PointsRetirement
at or after Age 65 For health-care coverage
of employees who retire at or after age 65,
where eligibility is determined by service,
the most frequently stated requirement is
ten years (54% of colleges and universities
and 36% of independent schools). Five
years is the next most frequent (23% of
colleges and universities and 22% of inde-
pendent schools).

Where there is only an age require-
ment for health-care coverage of employ-
ees retiring at or after age 65, the most fre-
quently reported eligibility age is 65 for
colleges and universities (46%) and for in-
dependent schools (100%).

Combined Service and Age Require-
mentsRetirement at or after Age 65 For
the service component of a combined re-
quirement for those who retire at or after
age 65, at colleges and universities ten
years is the most frequently stated provi-

Table 6
Eligibility Requirements for Retiree Health-Care Coverage

for Retirees under Age 65 and Age 65 and over, by Percent'

Comparison of 1992 and 1987 Surveys

Four-Year Institutions Two-Year Institutions Independent Schools
Eligibility Requirements 1992 1987 1992 1987 1992 1987

Retirees under age 65 n=49" n=445 n=113 n=100 n=142

Age and years Of service 56% 38% 44% 35% 20%

Years of service only 18 13 18 13 18 9

Age only
Eligibility no matter.how
long with institution° 21 35 3? 40 35 59

Pension eligibility -- 3 8 1

Other no response 3 5 1

Retirees age 65 and over n=491 n=418 n=106 n= n=99 n=144

Age and years of service 28'4 "33r7 26°.; 29'V 16% 18%

Years of service only ;8 18 12 36 12

Age only 1 2 3 6

Eligibility no matter,how
long with institution" 28 42 35 .43 61

Pension eligibility

Other,no response 5 6 8 1

' Pctletllill;C% may not add to 1(5) because of rounding
ienerally in these plans, formal retirement as defined be the invitution erable,hes eliamlity tor retiree health-car( Han participation
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Table 7
Cost Sharing of Retiree Health-Care Cos erage

for Retirees under Age 65 and Age 65 and oer, b Percent'

Comparison of 1992 and 1987 Surveys

Four-Year Institutions
1992 1987

Two-Year Institutions
1992 1987

Independent Schools
1992 1987

Retirees under age 65 r. 171 n i2s n 107 n -7 A n :9; n 128

Employer pays tull Lost 2,': 25'; i'; ::,' ; 22' ;

Retiree shares Lost' il 21 ,,)
15 1 I

ur to Pi' 2 : I .',
; (1 0 I

Halt S 8

9(r; I') I
1

S '

Retiree pays full t. (6I N.)

Retirees age 65 and over n ;1

S 1

n

-,,.

ii '1 i

52

n 08

ls
n .70

,41)

Emphiyer pays full «isc ;2'; ; ;. ; ; '''; 2 l'i I -';

Retiree chares cost': 21 28 In s

to }kr; I; 21 i I
,

sl to 99

o 1 0 I '

Retiree imvs ,s 52

P,..r.ctit.tecs 111.11 .sklio Ii H Alse

Pt r. ent.ita, CN% Icid, 111(,[11t1.11s i,i rc5N)110.1:1.: it, 1-lalls.11.111111:1Pis.r:Ions %.11's tii r11111-1: intrMut Inn .1111i HIM or

sense and .let: .0 retirement

Chart 1
Cost Sharing of Retiree I health-Care Coverage

for Retirees Age 65 and over, by Percent*

Four-year institutions

1992

1987

Comparison of 1992 and 1987 Surveys

as
33% 38%

3.2 21% 47%

Two-year institutions

1992

1987

, 28% 38%

16% 52%

Independent schools

1992

1987

24 8% 67%

17% CI 77'4

20 40 60 80 100

Employer pays ail E] Cost shared Retiree pays all

l'crt enc. mat 11,4 add tO 1(11,110-11151 i.1 mundinn

slim I 49"; I. tidlowed hs tisc years
For independent schools. the most fre-
quently reported NCI-VIC(' omponent is

ten years in followed by eleven CO
nineteen Years (19"; I, five years I I ';
arid twenty %Tars ; I.

Twenty-six percent of rhe colleges and
universities chat have a combined age and
service requirement for Chose who retire at
or after age o5 answered the question
about a minimum total for the two corn-
ponents added together. Of those who re-
spimded. 19"; have a rule ot "S; :

rule of -0: and 19"; . a rule of 80. For in-
dependent schools, the response co this
question did not significant results.

Paying the Cost
of Retiree Coverage

The cost of retiree health-care coverage
ma be shared between employer .uid re-
tiree or may be tUlly paid for by either the
employer fir the retiree. Generally. the
cost-sharing arrangements among public
a-d private institutions are similar. Table

shows the cost-sharing arrangements re-
ported and compares the current survey's
payment arrangements with those report-
ed in the I 08- survey.

As the data in Table indicate. tOr re-

tirees under age (iS. about a quarter it
tOur-yeor institutions and a third of two-
year institutions currently pdy the tull
cost of retiree coverage. For retirees age

65 and over. employer-pay-all percentages
are slightly higher in four-year inst
rums (29": ) than for retirees under age (15

BEST COPY AVAILABLE
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(26)';: in two-year institutions, the per-
centages are about the same.

Cost sharing by employers and retirees
in four-ear institutions in 1992 was re-
ported by ;6% for retira.s under age 65
and by ;3'; for retirees age 65 and over.
In two-year institutions, cost sharing was
reported by 29% for retirees under age 65
and by 28% thr retirees age 65 and over.

The largest percentages in Table rep-
resent plans in which the full cost is paid
by retirees. The 1992 survey indicates that
in 38% of four-vear institutions, retirees
age 65 and over pay the full cost, and for
the group under age 65, retirees pay the
full cost in 39(.%- of the institutions. In
;8% of two-year institutions, the full cost
is paid by retirees in both age groups.

In independent schools, while the per-
centage of employers paying the full cost
in 1992 is not greatly different from that
of colleges and universities, there is less
cost-sharing and more plans in which the
retirees Ny the full cost of their coverage.

Comparison filth the 1987 Surrey Be-
tween 198- and 1992. there has been a
strong trend toward increased sharing of
retiree health-care costs. In the four-year
institutions, cost sharing for coverage
under age 65 increased from 24% of insti-
tutions in 198- to 36% in 1992, and for

ren.ees age 65 and over, from 21% of in-
stitutions in 198- co 33% in 1992. The
same trend IS also evident in independent
schools. Chart 1 summarizes the cost-
sharing arrangements im retirees age 65
and over reported in the 1992 and 198"
surveys.

Oa of Spouse. Coverage Table 8 shows
the current cost-sharing arrangements for
retirees spousal health-care coverage and
compares the provisions reported in the
1992 and 1987 surveys. Compared with
their coverage for retirees, fewer employ-
ers pay the full cost of spouse coverage.
For spouse coverage for retired employees
under age 65, full payment by employers
is reported by 12% of four-year and 16%
of two-year institutions; for spouse cover-
age for retirees age 65 and over, full em-
ployer payment is reported by 1.4% of
four-year and 15% of two-year institu-
tions. Among independent schools. about
10C' pay the full cost of spouse coverage
thr all retirees. Overall, among all types of
institutions, a higher percent of retirees
currently pay the full cost of spousal cov-
erage than pay the full cost for their own
health-care coverage. This was also the
case in 1987.

Trend in Cost Sharing fin- Spouse Coterage
Over the 1987-1992 period, there was a
slight decline in the percent of institu-

nons paying the whole cost of spouse cov-
erage and an increase in cost sharing. In
thur-year institutions, payment of the full
cost of spouse coverage declined from

Co I 2r; of institutions for retirees
under age 65. and from 19% to 14% for
spouses of retirees age 65 and over. Con-
currently, the sharing of costs increased
from 1987 to 1992from 26% to 34%
of four-year institutions for spouses of re-
tirees under age 65, and from 23% co
32% for spouses of retirees age 65 and
over. A similar trend is seen in two-year
institutions. In independent schools, a
mixed trend is observed; cost sharing in-
creased from 8% to 14% for coverage of
spouses of retirees under age 65, but de-
creased for coverage of spouses of retirees
age 65 and overfrom 8% in 1987 to
6% in 1992. And the percent of indepen-
dent schools reporting retiree payment of
the full cost increased from -9% to 85(;-
for retirees age 65 and over, but decreased
for those under age 65, from 82% to 76%.

Medicare Part B

Part B of MedicareSupplementary
Medical Insurancewhich covers physi-
cians' charges. is financed by premium
payments by enrollees together with con-
tributions by the federal government. Pre-
miums for Part B are set in advance for

Table 8
Cost Sharing of Retiree Health-Care Coverage for Spouses
of Retirees under Age 65 and Age 65 and over. by Percent'

Comparison of 1992 and 1987 Surveys

Four-Year Institutions
1997 1987

Two-Year Institutions
1992 1987

Independent Schools
1992 1987

Retirees under ag2 65 n= -15-4 n=416 n=1(1) n=71 n=8' n=128

1:mploer pays full cost I 2-; 16'; 23, ; 10'7 10'';

Retiree shares cost:: '6 ;5 21 I t 8

to 49-; 11 16 21 11

Half 6 5 5

51'; to 99'; 6 6

Retiree Nys full cost 5 I o -I9 56 -6 82

Retirees age 65 and over n.390 n= i90 n=82 n=53 n=12.4

Employer pays full cost iV7 19'; 15'.% 18'; 1

Retiree shares «ist1'. ;2 6 8

1:p to to' ; 21 1 I
s 11

-t 5

5 1 to 99'; 8

Retiree pays ftill icisi 5-4 SM 52 59 -9

Pert entaCes mas not .0,1 to I liii Iscs ache ot
Percentages exclude institutions not responding to dm question In some plans. sharing proportions may varyaccording to retirees contribution amounts

'it: col ict- and aet it retirement
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Table 9
Types of Health-Care Plans Offered for Retirees

According to Whether Retiree Is under Age 65 or Age 65 and over. by Percent

Four-Year Institutions
All Colleges

and Universities Total Public Private

Total with health-care
wverage tbr retirees

Retirees under age 65
Conventional (indemnity) plan

Health maintenance
organization (HMO)

Point-of-service HMO

Preferred provider

n =6;9

81';

4-

8

n=524 n=l97

59";

5 5

9

n= ;2-

-4 2

organization (PPO) 50 23

Retirees (5 and over
Conentional (indemnity) plan ';
Health maintenance
,reanization (HMO) 12 S I

Point-of-service HM() 4

Preferred provider
,irganization (PPO) 25 10 6

Two-Year Institutions
Independent

Total Public Private Schools

n=104 n =11 n = 11

59'7 64'4. 2'1

52 r- ;6

1-

81'; -i6";-

19 IS

9 8

11

each calendar year; in 1993 the Part B
monthly premium is $36.60.

We asked whether the employer reim-
burses retirees for all or part of the Part B
premium. Among colleges and universi-
ties. 9(7 report full reimbursement for
Part B and 4(7., part. The greatest differ-
ences were according to control of institu-
tion. We found that 10'7 of public tbur-
year institutions reimburse for the full
premium. while only 2(7 of private four-
year institutions do. Among public two-
year institutions, 267r reimburse for the
tuft premium, compared with ()(- of the
private two-year institutions. In inde-
pendent schools, 3'7 reimburse retirees
tor all of the Part B premium Ind 2'; for
part of it.

Some respondents report that they re-
imburse retirees for the Part B coverage
if spouses. Among public four-year in-

stitutions, 10(7 reimburse for the full
>pouse premium, and 5'7. for part.
Among private four-year institutions,
the percvntages are le7 for the full
spouse premium, and 2q , for part. In

public two-year institutions, 20q reim-
burse fbr the full spouse premium. and
()'7 for part. while 9'7 of private two-
year institutions Ny the full premium.
and none make partial reimbursement.

Among independent schools, the per-
centages are I% reporting full reim-
bursement, and 2g- , part.

Types of Health-Care
Plans for Retirees

We asked the institutions providing re-
tiree health-care coverage about the types
of plans offered. Some institutions offer one
plan; others offer a choice. Our questions
asked about four major plan types.

Oftwentional Indemmtv Plans A conven-
tional (insured or self-insured) indemnity
health plan offers free choice of physician
and hospital providers and incorporates de-
ductibles and coinsurance percentages and
"reasonable and customary" limits for re-
imbursement of "fee-for-service" medical
expenses for physicians and for prescription
drugs. It may also include provisions for
case management, utilization review, pre-
certification for hospiral admission, or
other cost controls. A typical plan of the
conventional type is a Blue Cross/Major
Medical plan.

Health Maintenance Or4antzation.
(H.1100 HMOs are closed systems for
managed medical care and hospitalization
under which participants are not reim-
bursed f6r hospital and physicians' services
received outside the HMO network, except
for emergencies. At many institutions,

more than one HMO may be offered, but
our survey did not ask for the number
within a basic plan type.

Point4-Serz.ice Health Maintenance Or-
gantzations Under a point-of-service
HMO, participants decide at the time they
need the care whether to use the HMO or.
alternatively, co use care providers not re-
lated to the HMO. If they use an outside
provider. they can be reimbursed up to a
"reasonable and customary.' limit subject
to prescribed deductible and coinsurance
provisions.

Pryerred Prwider Organt:,-ations (PPOsi
Under a plan operated by a PPO, there is
a designated list of hospitals and doctors
for the provision of medical services at a
relatively low or nominal cost to the par-
ticipant. with strong built-in financial
incentives to use the low-cost network.
Participants may use care providers out-
side the network, but at a higher cost.
Out-of-nerwork services are reimbursed up
to "reasonable and customary" limits and
are subject to prescribed deductible and
coinsurance amounts.

Extent of Plan Types Offered

Table 9 shows the reported types of re-
tiree health-care plans offered according to
type and control of institution and accord-

l'age 8
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Chart "
Numbers of Basic Types of Health-Care Plans Offered to Retirees, by Percent*

Plans Offered to Retirees under Age 65, Age 65 and over, or Both
4%

42%

Colleges and Universities

1 plan

III 2 plans

3 plans

4 plans
33%

11%
3%

53%

rev
Independent Schools

F ILldcs i itutHHIs ich retiree health,. are k Meraen noc answermt: this question In takiiriall I re. more than one plan
IMOs. tor example) may he uttered. Percents may not add co loll bmause ot round=

ing to w hether the plan is offered to em-
ployees who retire before age 65 or at age
05 and over. Conventional indemnity
plans predominate, but they are ofren of-
fered along with other types of plans.
Among all colleges and universities report-
ing health-care coverage for retirees under
age 65. 82(7 report a conventional plan:

an HMO; fir; a point-of-service
HMO; and a PPO. Among inde-
pendent schools. -2(.% offer a conventional
plan; -i6r; in HMO; -'; a poinc-ol-
service HMO; and 1-'7 , a PPO.

For coverage of retirees age 65 and over.
--"; of the colleges and universities report
.1conventional plan: 12' % in HMO: 5' %
point-of-serme 11MO; and 2'; a PPO.

Generallv. when public and private col-
leges and universities are compared, more
public institutions report HMOs or PPOs
than do private institutions: the differences
are less pronounced among the two-year in-
stitutions. Thus, for coverage of retirees
age 65 and over, 51'i of public four-year
institutions offer HMOs. compared with
,6' ; of private tOur-vear institutions; 1(1';
of public four-year institutions offer PP0s,
compared with 16'7 of private four-year
institutions. Independent schools are
somewhat less likely than private colleges
and universities to offer plans other than a
conventional indemnity type.

Numbers of Plan Types Offered

Many HMOs and PPOs, if not most,
operate locally but not nationally. Thus,

offering retirees more than one type of
plan provides flexibility of choice, desir-
able for employees but especially desir-
able for renrees, who may relocate in re-
tirement. Since indemnity plans can be
used virtually anywhere, the needed flex-
ibility is ar least one factor that can ac-
count for their predominance in the
repertoire of plans for retirees (Table 9),
as well as for their status as the plans
with the largest retiree enrollments
(Table I I However. HMOs with multi-
regional units or PPOs with their out-
of-network options may also accommo-
date retirees' needs for flexibility.

Chart 2 shows for colleges and univer-
sities and for independent schools the dis-
tribution of the numbers of basic health-
care plan types offered.

Dental Care and Vision Care Plans

Dental care and vision care plans arc
usually provided separately from the prin-
cipal health-care plans, or may not be of-
fered at all. Our survey asked whether re-
tirees are covered by plans providing for
dental care and for vision care.

Dental Care For dental plans, among
colleges and universities, 2'; offer a
plan for retirees and 58"; do not. Two-
thirds of the dental plans for retirees in
the colleges and universities arc provided
as a separate plan, one-third as part of an-
other plan. Among independent schools,
ii(% offer a dental plan and 66(7 do not:
about AO" of the school dental plans are

otiered separately from ocher heatth-care
coverage.

Public institutions are more likely to
provide dental coverage for retirees than
private institutions. Among public four-
year colleges and universities, 51(7 offer a
retiree dental plan, compared with 2';
of the private four-year institutions.
Among public two-year institutions,
62'7 offer a retiree dental plan, compared
with 2-r; of private two-year colleges.

k'iiion Care Vision care plans covering
eyeglasses, eye examinations, and prescrip-
tions are generally reported by fewer insti-
tutions than those offering dental care
plans. Among the colleges and universi-
ties. 2({; offer a retiree vision care plan,
and -.1('; do not. Thirty percent of the vi-
sion care plans in the colleges and universi-
ties are provided as a separate plan, -Or% as
part of another plan. Among independent
schools, 21'; offer a vision care plan. and
-9(7 do not. with about 2()(.; of the vision
care plans offered as separate from other
health-care coverage. and 80'7- of them as
part of another health-care plan.

As with dental plans, public institu-
tions are more likely to provide vision
care coverage for retirees than are private
institutions. Among public four-year wl-
leges and universities, 29'7 offer a plan,
compared with 22'.% of the pnvate four-
year institutions. Among public two-
year institutions. S5'1 offer a vision care
plan for retirees, compared with 0'; of
private two-year colleges.
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Table 10
Provision of Dental and Vision Care Coverage fOr Retirees,

by Percent'

Total with ht-akh care

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions

Total Public Private
Independent

Schools

Overage for retirees n=639 nrS21 n=19" n=32" n=115 n=104 n=11 n=11'

Dental care plan

Provided 4)(.1 51% 58% 62% 2-%

Not provided no response 58 61 19 68 -4 2 39 06

Vision care plan

Provided 26% 2 r; 29% 22'; il% 35'71

Not provided-no response 4 71 78 68 65 91 -9

Perteniagn may not add co 1(X) because of rounding

Table 11
Type of Plan for Retirees Age 65 and over with Largest Retiree Enrollment,

by Percent

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions

Total Public Private
Independent

Schools

Total with health-care coverage
tOr retirees age 65 and over n=491 n=193 n=298 n=106 n = 9" n =9 n=99

Conventional (indemnity) plan "0% 590;; 61% 33%

Preferred provider
organization (PPO) 12 15 16 li 8

Health maintenance
organization (HMO) 4 4

i 4 4 II 5

Point-ofervite HMO 1
1_ 1

No response I 5 H 12 14 21 21 1 1 20

Table 10 summarizes the reported
dental and vision care coverage for re-
tirees at all institutions.

Type of Plan for
Retirees Age 65 and over
with Largest Enrollment

We asked respondents to indicate the
type of plan in which the largest number
of retirees age 65 and over are enrolled
conventional indemnity, HMO, point-of-
service HMO, or PPO. The responses are
shown in Table 11.

Generally, conventional indemnity
plans enroll most participating retirees.
Among colleges and universities, -0% in-
dicated the indemnity plan as the largest:
followed by 1 3% that named a PPO
(under which coverage of retirees with
Medicare is likely to be "out ot network.).
Four percent named an HMO. and 1% i
point-of-service HMO.

In four-year colleges and universities,
there is a slight difference between the
proportion of public and private institu-
tions reporting an indemnity plan as hav-
ing the majority retiree enrollment.
--4'y of public institutions, compared
with -1% of private institutions. A
greater difference is in the proportion of
public four-year institutions naming a
PPO as having the largest retiree enroll-
ment-15%. compared with private four-
year institutionsI 0%.

Among public two-year colleges, an
indemnity plan is reported by 61% as
having the largest retiree enrollment,
and a PPO is reported as largest by
he:: 4'; of the two-sear colleges re-
port an HMO as largest. and 1%. a
point-of-service HMO. Among two-year
private institutions, about a third report
an indemnity planind another third a
PPO. Among independent schools,

617r report an indemnity plan as the
plan of majority enrollment, followed by
8% reporting a PPO, and 5%, an HMO.

Coverage for Specific Benefits

We asked respondents to Indicate
whether or not certain specific benefits
in addition to physicians' services and hos-
pital careare provided under the plan
with the largest enrollment. Our list
sought to determine the availability of
benefits that may or may not he provided
in health-care plans.

Table 12 gives the responses. We
found that prescription drugs are includi
in most plans for retirees-95% of four-
year colleges and universities, 98% of
two-year institutions, and 89% of inde-
pendent schools.

Mail-order prescription drug plans
(often installed as a means of cost con-
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trot) are reported by 39% of public and
of private four-year colleges and

universities. 5 2% of public two-year
«ffleges. and 4 2% of independent
schools. Generally, mail-order plans are
more frequently reported when a PPO is
the larges- plan. About half of the PPO
plans offered mail-order prescription
drug plans.

Prescription cards, which generally
permit prescription drugs to be obtained
at designated local pharmacies at re-
duced cost, are reported by about the
same percentage of public four-year in-
stitutions as mail-order prescriptions
(39%), but by substantially fewer private
four-year institutions (20%). The pro-
portion of two-year institutions report-

ing prescription cards is higher than for
four-year institutions-5 2% for the
public two-year colleges and 57% for the
private two-year colleges. In the inde-
pendent schools, 25% report plans with
prescription cards.

For outpatient mental health services
for retirees, and for alcohol or drug abuse
treatment, we generally found that over

Table 12
Specific Benefits Provided under the Retiree Health-Care Plan

with the Largest Enrollment, by Percent

Total plans reporting
largest enrollment

Prescription drugs

Outpatient prescription

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions

Total Public Private
Independent

Schools

05r,;

n=425

95';
n=170

95();

n=255

95°4

n=84

98(%;

n

cr,-;
n=7 n=79

89(7i.

drugs ol 9.1 94 94 9; 86 SC)

Mail-order prescription
drug plan ;9 35 51 5') 43 .42

Prescription card ;2 28 i9 20 52 5 , 5- 25

Outpatient mental health
services 94 93 95 94 9.4 100 87

Alcohol or drug abuse
treaffm.nt 91 91 93 90 88 90 -1 86

Limited home health care 85 45 85 86 8i 86 57 65

Chiropractic care 8' 82 87 80 -8 71 60

Limited nursing home care in
a skilled nursing facility 80 82 -9 84 -; -5

Regular physical examinations I7 .44 51 -10 60 60 5% 34

Table 13
Deductible Pnwisions Reported for the Retiree Health-Care Plan

with the Largest Enrollment (Indemnity Plans), by Percent

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions

Total Public Private
Independent

Schools

Total reporting indemnity plan
as largest retiree enrollment n=416 n= ;54 n=143 n=211 n =62 n =59 n=3 n.66

Plan has a deductible provision 95q 98(:7; 93(X
9-7 rc. IOW 94%

Type of Deductible

Single deductible 91 91 92 92 92 100 88

Family deductible -8 -6 80 -4 89 88 100 -3

Deductibles vary
ccording to premium 1

Don't knownot specified

Plan has no deductible
provision 6

than I pen. ent
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Table 14
Si/c it Single Deductibles Reported for the Retiree Health-Care

Plan ith Largest Ennillment (Indemnity Plans), b Percent

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions

Total Public Private
Independent

Schools
Tot.d reporting largest retiree
enrollment in an indemnity
ilan with a single deductible

ot single deductible:

n n 3.21 n =128 n 10=1 5- ii =54 n =3 n=58

nkr Sloo (1 ; 5' ; 14'; 15-; ;

S loll ; L2 100 38

5101 -S199 I s 25 8 25 '6

5200 20 10 23 11 Il 11

$ '01 5209 11 12 1$ 10 5 6 I t

S ;00 8 10 6 5

S ;01 - 5199

5500 - $-50

S- SI and liver

Dun knosc no answer

Ls, dlan I Iscit cnt

.c :K

Total reporting largest retiree
enrollment in an indemnity
plan with a family deduct:bk.

:size of family deductible:

Under S100

Table 15
Size of Fainil Deductibles Reported for the Retiree I leak h-Care

Plan with Largest Enrollment (Indemnity Plans), by Percent

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions
Independent

Total Public Private Schools

ii (I n-III n = I S6 n , 55

1,.;

n 52

e;

n n: (8

;

5100 10 -
Slot) --

)0o 15 I t 1 1 1- 18 t 100

$ '01 5.299

s ;00 19 21 13 11 12 1-

53( I 1 - S 0),) 21 26 I '6 20

5500 - S-S0 ) ) 2 25 2 t 1; 13 ;5

S-51 and ( wer 8 0 II 8 4

Don t know no answer

`I.e.; than I rch ciii

90'; ot plans provide limited benefits ot
this type.

Limited amounts of home health
are are included in the majority-en-

rollment retiree plans of most institu-
tions. Generally, about 85(s; of public
and private four-year colleges and
universities offer a provision of this
type. as do 86'; of public two-year m-
stitutions, 5-r; of private two-year in-

stitutionsmd 65'; of independent
5. hools.

Chiropractic coverage in retiree
plans is reported by 8-r; of public and

ot private four-year colleges ,md
universities, by 78"F of public and -1'';
of private two-year colleges. and by
60r; of independent schools.

About four-hlths of the largest-en-
rollment health-care plans include (Th er-

age for limited nursing home care in a
skilled nursing facility. This provision,
and the home health-care provisions
mentioned above, are usually made avail-
able following discharge from a hospital
and may be designed, at least in part, as
cost controls for what might otherwise
be longer hospital confinements.

Provisions for regular physical exam-
inations are reported in about half of the

['age 12
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retiree plans in public tbur-vear colleges
and universities, and in about 40% of
those of private four-year institutions.
About 60% of two-year institutions re-
port covering regular physical examina-
tions, as do 3-4- of independent schools.
Provisions for regular physical examina-
tions are more frequently reported when

PPO plan, rather than an indemnity
plan, is reported as having the largest
enrollment.

Deductibles and Coinsurance

Deductibles Where the retiree health-
care plan with the largest enrollment
was an indemnity plan, our survey
asked about the plan deductiblesin-
gle, family, or bothand whether the
deductible varies according to retiree-

paid premium level. The results are
shown in Table 13 on page 11.

Indemnity plan deductibles are re-
ported by 98% of public and 93'v of pri-
vate four-year colleges and universities,
by 97c: of public and 100% ot private
two-year colleges. and by 94% of inde-
pendent schools. Relatively few plans re-
port that deductibles vary according to
retiree-paid premium levels.

The reported average amount of the
single deductible for all colleges and
universities is $200, a figure that does
not vary significantly by type and con-
trol of institution. The average de-
ductible was similar for independent
schools. Table 1-4 shows the range of
the reported single deductibles in in-

demnity plans by type and control of
insntution.

The reported family deductible
amounts under the large-enrollment in-
demnity plans are shown in Table 15.
Family deductibles concentrate at higher
levels than the reported single de-
ductibles, although, perhaps surprisingly,

of the colleges and universities re-
port a family deductible of $200 or less,
as do 25 (.. of the independent schools.
The average family deductible is $500 for
public four-year colleges and universities
and $400 for private four-year institu-
tions. For public two-year institutions,
the average family deductible is $400; for
piivate two-year institutions, S200; and
for independent schools, $400.

Table 16
Coinsurance Provisions in Retiree Health-Care Plans with

the l.argest Retiree Enrollment (Indemnity Plans), by Percent

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions

Total Public Private
Independent

Schools

Largest retiree enrollment
in an indemnity plan n 116 n=.143 n=211 n=62 n=59 n=3 n.66

No coinsurance 11% foc 10% 10% 16% l-% 20%

- l9% 5 5 3 8 9 3

20% -8 -9 81 69 68 100 67

21% or more 1

Don't know,no response 5 5 5 9

*Less than I percent

Tab-'17
Provision for Out-(if-Pocket Maximums in Retiree lIcalth-Care Plans with

the Largest Retiree EnrollmentIndemnity and Preferred Provider Plans, by Percent

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Largest retiree enrollment
is in an indemnity plan n=35.4 n=143 n=211

Plan has out-ol-pocker
expense maximum limit % 82%

Dties not have out-of-pix.ket
expense maximum limit 18 15 20

No resrxmse

Largest retiree enrollment
11 in a preterred provider plan n -00 n .29 n

"islan has out-ofixx-ket
expense maximum limit Y.; 84'7

Does not have out-of-pocket
expense maximum limit 16 10

No response 10

Research Dialogues
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Two-Year Institutions
Independent

Total Public Private Schools

n =62 n=59 n=3 n.66

liq 1 ''; 100c. 52%

2 1 25 -41

i ____ 8

n .1- n- I I n-

65'; I ; ir; 1007

35 29 67
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Table 18
Maximum Out-of-Pocket Amounts in Retiree Health-Care Plans with Largest Enrollment

Indemnity and Preferred Provider Ptans, by Percent"

Maximum Out-of-
Pocket Expense

Indemnity Plan Has Largest Retiree Enrollment
Per Person Per Family

Collenes and Independent Colleges and Independent
Universities Schools Universities Schools

Preferred Provider Plan Has Largest Retiree Enrollment
Per Person Per Family

Colleges and Independent Colleges and Independent
Universities Schools Universities Schools

Total reporting type
of plan and maximum
out-of-pocket expense n= 325 n n=325 n=34 n=(.i 1 n=8 n=61 n=8

Under $500 5%

$500 - $999 $1 21 8 9 5 I 3

S1,000 21 18 6 21 25 5 I 3

$ I .001 - 51,999 13 2) 13 24 23

5.2.000 6 9 5 8 1

S2,001 - $4,999 5 9 13 9 12 13 10

55,000 6 8 1

$5.000 and over

No response 11 15 51 ;8 18 38 ;9 50

' Percentages may not add to btcause ot rounding.

Table 19
Cost Containment Measures Currently in Retiree I lealth-Care

Plans with Largest Enrollment, by Percent

Comparison of 1992 and 1987 Surveys

Colleges and Universities
1992 1987

Independent Schools
1992 1987

Total reporting retiree plan
with largest enrollment n = 509 n..419 n = -9 n =116

Hospital preadmission certification -2% 23%

Utilization monitoring or review 67 26 4" 17

Preadmission testing for inpatient
hospital care 55 56 01 -15

Generic drug program incentives ;1 39 10

Incentives for outpatient surgery ;8 28 51

Mandatory second Opinion for surgery ;8 29 53

Case management for large claims' 02 51

'Question nut asked in 1987 survey

Coinsurance Under an indemnity
health-care plan, the copayment or coin-
surance percentage defines the portion of
covered medical expenses paid for by the
insured. Table 16 shows the reported
coinsurance percentages in the indemnity
plans with the largest retiree enrollments.
About three-quarters of the indemnity
plans use the conventional 20% coinsur-
ance amount. Coinsurance amounts
higher than 20% are rare.

Of the preferred provider plans with the
largest retiree enrollments (not shown in

the table), 60% report coinsurance
amounts of 20% for out-of-network ser-
vices; 30% report 10% coinsurance; and
10% report 30% coinsurance. For in-net-
work services, zero coinsurance amounts or

specific (moderate) per-service dollar
charges were generally reported.

Out-of-Pocket
Maximums

A plan's out-of-pocket maximum
states the limit, if any, on the total amount
that an insured or family has to pay in any

calendar year in the form of deductible
and coinsurance amounts for covered
medical expenses. Beyond the out-of-
pocket maximum, the plan will pay
100% of recog ni zed medical charges. In
preferred provider plans, the maximum
out-of-pocket amount applies only to out-
of-network medical charges.

Our survey found that, generally,
three-quarters or more of the plans with
the largest enrollments of retirees (in-
cluding both indemnity and preferred
provider plans) do incorporate out-of-
pocket maximums, with some variations
by institutional type and control. Table
1" details the extent of out-of-pocket
maximums in the reported plans.

Maximum Amounts Stated Table 18
shows the maximum out-of-pocket ex-
pense limits for the plans with the largest
retiree enrollmentsindemnity plans
and preferred provider planson both a
per person and a per family basis.

Maximum out-of-pocket amounts
under indemity plans on a per person
basis are mainly concentrated in the $500
to $2,000 range. For colleges and univer-
sities, the maximums of about 1 of
plans extend into the $2,001 to $5,000
range. Family maximums generally ex-
tend into higher ranges than per person
maximums, particularly in the indemnity
plans reported by independent schools.
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'Me erage out-ot-pocket maximums in
the indemnit plans are SI, WO prr per-
son and S2,000 per family in the colleges
and universities, and S1,200 per person
and S 2, AGO per family in the schools.
About half of the colleges and universities
and a third of the independent schools did
not provide the family out-of-pocket
maximum expense figure ter their plans.
Among the preferred provider plans re-
ported as having the largest retiree enroll-
ment, the average maximum out-of-pock-
et expens., amounts are S1,400 per person
and 52,800 per family in colleges and um-
\ ersi ties, and S1,-00 per person and
52,200 per family in independent schools.

Current Cost
Containment Provisions

Our survey asked whether certain spe-
itic containment provisions are cur-

rently in place in the retiree health-car-
plans with the largest enrollment. Table
19 shows the results and compares them
With responses to .1 similar question in our
198- survey.

The incidence of cost containment
feature% has increased substantially over
the last five years. MOSE notable Is hospi-
tal preadmission certification, reported
currently by 1 e-; of college and univer-
sity plans and by -2r% of independent
school plans: this compares with -f-t'; of
college and university plans and 2;' ; of
independent school plans reporting the
feature in 198-.

A program of utiliLation monitoring or
review is reported in 1992 by 6-'; of col-
kge and university plans and by -r'; ot
independent school plans. This compares
with 26'7 of college and university plans
and 1; of independent school plans in
198-. A mandatfiry second opirmin for
surgery is reported currently by of
college and university plans and by 53'; of
independent school plans. compared with
29c; of colleges and universities and I ;

of independent schools in 198-.

Other cost containment features cur-
rently reported include preadmission
testim.; for inpatient hospital care (per-
formance of tests prior to rather than
after hospital admission), reported by
55'; ot college and university plans cuid
61'; of independent school plans. In
198-. 56'; of colleges and universities
and 5' ; of independent schools report-

rd preadmission testing. Growth in
generic drug program iecentives is also
evident; this feature is now reported by
i6r; of college and university plans and
by ,9c; of independent school plans,
ompared with 31"; and 1 6' ; of plans.

respectively, in 1987.

Case management provisions for large
medical claims are currently reported by

uf college and university plans and
51'' of school plans; comparable figures
are not available from the 1987 survey.

Coordination with Medicare Benefits

Coordination Akthods When a retiree
becomes eligible for Medicare, an em-
ployer-sponsored plan for retirees auto-
matically becomes the secondary payer
and integrates plan benefits with the ben-
efits of Parts A and B of Medicare. Three
general methods are used to avoid dupli-
cation of benefits and to inregrate health-
care benefits with Medicare. These meth-
ods. generally applicable to charges Linder
indemnity plans, are -coordination of
benefits,- "carve-out,- and "exclusion.-
Our questionnaire briefly described each
method and asked each institution co
c heck the method used.

The coordination-ol-benetits method
is reported by 47'; of the colleges and
universities and 55(' of the independent
schools responding to this question.
Under this method, the employer-spon-
sored plan pays the difference between
the Medicare payment and the total
charge as long as that difference is less
than the total amount the employer's
plan (applying its own provisions) would
have paid in the absence of Medicare.

The carve-out method is reported by
22'; of colleges, universities, and mde-
pendent schools. A carve-out plan calcu-
lates the amount it would have paid in
the absence of Medicare and then sub-
tracts from its payment the amount of
the Medicare payment and pays the re-
mainder, applying its own deductibles
and coinsurance.

The exclusion method is reported by
I Or; of college and university plans and
9'; of school plans. Under the exclusion
method, the Medicare payment is sub-
tracted from the total charge first. The
plan's payments are then calculated on the
remainder, after its own deductibles and
coinsurance are applied.

able Charges We asked whether
,he Medicare-coordinated retiree health-
care plan pays (ther applying its own de-
ductibles and coinsurance) an) part of a
physman's fee that may exceed Medi-
care s allowable charge under Parc B.
Fifty-eight percent of college and univer-
sity plans and -1-'% of independent
school plans reported that such charges,
at least in part, are recognized in their
plan's coverage.

Medicare and HMOs Medicare benefi-
ciaries may enroll in and become covered
under an HMO if the organization has
signed a Medicare contract with the gov-
ernment and the plan covers the geo-
graphic area in which the enrollee re-
sides. An out-of-pocket premium is
charged the retiree to cover the de-
ductibles and coinsurance ordinarily paid
ter by a Medicare beneficiary; the re-
mainder of the HMO premium is paid
by Mediare. Under these arrange-
ments, traditional coordination-of-bene-
fits methods do not normally apply.

Cost-Shifting Changes
in the Last Three Years

Rising health-care costs have resulted
in considerable cost shifting from employ-
ers to employees and retirees. As Table 8
(page -) shows, employers and retirees are
increasingly sharing plan costsind em-
ployer-pay-all plans for retirees age 65 and
over have decreased. In addition, other
ways may be utilized to shift costs to em-
ployees and retirees. As an additional
gauge ot the extent to which institutions
have implemented cost-shifting features
within the last three ye-ars, or are consider-
ing for the future, we asked about a listed
array of cost-shifting measures. The results
are shown in Table 20 on page 16 and de-
scribed below.

Contributtom Overall, a quarter of the
colleges and universities say they increased
the contributions of retirees to their
health-care plan in the last three years. As
Table 20 shows, a higher percentage of
public four-year institutions-3.4%in-
creased retiree contributions, compared
with 2 V.; of private teur-year institutions.
About 15q of colleges and universities are
now considering increases fer the future.
A smaller but significant proportion of in-
dependent schools (13 CC ) has increased re-

tiree contributions or is now considering
doing so (9`.%). Increased retiree premi-
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urns may parrly or fully cover increases in

insurers' charges for the coverage, or may
be in amounts that can effectively reduce
the employer's cost for the plan.

For the health-care coverage of spouses,
overall about 28% of four-year institu-
tions, 14% of two-year institutions, and
12% of independent schools report in-
creasing the contributions required for

spouse coverage within the past three
years. Over a third of public four-year in-

stitutions have increased spouse-coverage
contributions in the last three years. Those
now considering increased contributions
for spouse coverage (or reduced employer
contributions) include 16% of private
tbur-vear institutions, r of public four-

year institutions, and 6% of independent
schools.

Elimination of the employer conrribu-

[ion for retiree health care within the last
three years is reported by 3% of public and

4% of private four-year institutions. Over-

all, about 10% of institutions say they

have discontinued employer contributions
in the last three years or are now consider-

ing discontinuing chem.

We asked institutions that reported
any type of actual or contemplated cost
shifting of contributions to retirees
whether chey plan ro offset the change by

increasing contributions to che retirement
plan or by taking ocher measures. About

16% of colleges and universities and 25%

of independent schools indicated that they

plan to rake some offsetting measures (not
shown in Table 20).

Benefits Overall, nearly a quarter of the
colleges and universiries and about a fifth

of the independent schools report that

they have increased plan deductibles (i.e.,
decreased benefits) within the last three
years. A third of public four-year colleges
and universities report increases in their
plan deductibles. Institutions now con-
sidering increased deductibles inciude
of public and 18% of private four-year col-

leges and universicies, and 11% of inde-

pendent schools.

Recent increases in the other out-of-
pocket retiree cost for health carethe
coinsurance percentageare reported by
1-7% of public and 6% of private four-year
colleges and universities, and by 5% of in-

dependent schools. Variacions by type
and control of institution are evidenc in
Table 20, both for the reporting of recent
changes and the proportions now consid-

ering a change in coinsurance percentages.

Relatively few institutions report that

Table 20

Summary of-Cost-Shifting Measures in Retiree Health-Care Plans Made in the Past Three Years
or Now Being Considered, by Percent

All Colleges
and Universities

Four-Year Institutions

Total Public Private

Two-Year Institutions

Total Public Private
indmendent

S nools

n=597 n=491 n=193 n=298 n=106 n=97 n=9 n=99

100% 100r; 100e4 100% 100% 100% 100%

Contributions
Increased retiree contributions

15ri
Done in past years 28; 2-1% 1 V; 12% --% 13%

Now considering 15 16 9 21 12 1' 11
9

Increased spouse or
dependent contributions
Done in past i years 25% 28% 3-% 21% 13% 1% 12;

Now considering 12 13 16 11 11 11 6

Eliminated employer contribution
Done in past 3 years 4% 3 ' 1

Now considering 6 6 8 6 11
9

Benefits

Increased plan deductible
Done in past 3 years 21% 26% 34% 21% 14% 16% --% 19%

Now considering 13 14 18 9 10 11

Increased retiree coinsurance
Done in past 3 years 9e7; 10% -t-; 6%

5,-;

Now considering 8 8 5 10 9 9 5

Switched to defined-ddlar approach
Done in past 3 years

2% --g

Now considering 8 8 -4 ii 6 5 11 6

Expanded managed-care provisions
Done in past years 1-% 17% 29% 10% 16% 17% 11% 13%

Now considering 15 16 I I 18 -4 I 11 13

Increased eligibility requirements
Done in past 3 years .i(?; 5; --%

Now considering 11 12 19 8 8 12

Page 16
Research Dialogues

REST COPY AVAILABLE/8



they have switched their retiree health-care
financing to a defined-dollar approach
about 2% of four-year colleges and uni-
versities and 3% of independent schools.
A defined-dollar approach provides to the
retiree a specific payment from which
health-care coverage is purchased, either
from among the employer's available
group health-care plans or through indi-
vidual policies. Between 4% and 11% of
institutions (depending on type and con-
trol of institution) indicate that they are
now considering such an approach.

In the last three years. the addition of
managed-care approaches to the provi-
sion of retiree health care is reported by
29% of public and by 10% of private
four-year institutions. Similarly, 17% of
public and 11% of private two-year in-
stitutions report ch..; development, along
with I ;' of independent schools. As
Table 20 shows, about 15% of the insti-
tutions report that they are now consid-
ering the introduction of managed-care
provisions for their retirees health-care
coverage.

Another approach to benefit cost con-
trol for retiree health-care coverage is to in-
crease age, service, or other requirements
for plan eligibility. Overall, only about -rf
to 5% of colleges anci universities and 2%
of independent schools report changing
their eligibility rules within the last three
years. However, consideration of eligibility
changes for the future is reported by 11%
of all colleges and universities and by 12%
of independent schools.

Health-Care
Benefit Communications

Employes Approaching Retirement How
do institutions communicate informa-
tion about future health-care benefits to
employees approaching retirement? We
found chat individual counseling sessions
predominate, reported by about 80% of
four-year colleges and universities, 70'X
of two-year institutions, and 60% of in-
dependent schools. The next most fre-
quently reported method is employee
manuals or booklets, reported by about
half the respondents, with no appreciable
differences by type or control of institu-
non. Also reported, again by about half
the respondents, is the use of special in-
formation letters to employees who are
planning to retire.

OM' sun ty finds that there has been a decline az er

the past five years in the proportion of educational
employers uho provide health-care coverage for retirees.

Preretirement seminars for groups of
employees about to retire are reported by
54% of public and 23% of private four-
year institutions, and by about a third of
public two-year colleges.

Information Jo* r Retired Employes How
do institutions maintain communica-
tion with retired employees, who have
perhaps left the campus area, about their
health-care benefits? Our survey found
that special mailings to retirees are the
major means of communication, report-
ed by about three-quarters of the institu-
tions, followed by individual counseling
sessions for retirees in the local area (re-
ported by about half the institutions),
and by descriptive health-care plan book-
lets, reported by about 40% of colleges
and universities and 30% of independent
schools. Other, but less frequently re-
ported, means of communicationused
by about 20% of colleges and universi-
ties and by about of independent
schoolsinclude information from a
roll-free telephone number, special
meetings on health-care benefits, and
newsletters.

Retirement Planning Programs We
asked institutions reporting health-care
plan coverage for retirees if they offer a
retirement planning program for em-
ployees. Except for public four-year col-
leges and universities, among which 58%
report a retirement planning program,
somewhat less than half the respondents
say they have such a program-37% of
private four-year institutions and about a
third of two-year institutions. Among
independent schools, 22% report a re-
tirement planning program. We also
asked if the retirement planning pro-
gram includes information on retiree
health-care coverage. Most, but not all,
retirement planning programs do in-
clude such information. Ninety-five
percent of programs in public four-year
colleges and universities include retiree
health-care information, as do 81% of
programs in private four-year institu-
tions. Just over half the retirement plan-

ning programs in independent schools
report including health-care plan infor-
mation.

Summary

Decline in Coverage Our survey finds
chat there has been a decline over the past
five years in the proportion of educational
employers who provide health-care cover-
age for retirees. There is, moreover, a strik-
ing (and increasing) difference in the ex-
tent of retiree health-care coverage
reported by public and private employers
in higher education. For the most part, the
decline has taken place among private in-
stitutions. The percentage of private four-
year institutions reporting coverage for re-
tirees under age 65 declined from 72% in
1987 to 46% in 1992; for retirees age 65
and over, the percentages declined from
67% in 1987 to 45% in 1992. Greaterde-
clines are observed in independent schools.
While 53% reported health-care coverage
for retirees under age 65 in 1987, only
18% report it in 1992. Similarly, for re-
tirees age 65 and over, the decline was from
54% providing coverage in 1987 to 18%
in 1992.

In contrast. 96% of public four-year in-
stitutions reported coverage for retirees
under age 65 in 1987, and 92% report
such coverage in 1992. representing only
a slight decline. For coverage of retirees
age 65 and over, there was virtually no
change: 91% of public four-year institu-
tions reported coverage in 1987, and 90%
in 1992.

The decline in the proportion of educa-
tional employers providing retiree health-
care coverage, particularly in the private
sector, seems most likely to be due to a
combination of factors. They include
slow-growth educational budgets, up-
ward pressures on overall health-care costs
in the U.S.. and increases in health-care
insurance rates.

Tighter Eligthtlit) Rules Generally, the
eligibility requirements for retiree partici-
pation in health-care plans are similar in
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We see growing evidence of a 111'0-tier sptem .

in uiich retirees in the public educational sector
are more bkely to hat.e elnplover-provided health-care

coverage than are retirees in the priva.fe sector

public and private institutions. Provi-
sions that combine age and service pre-
dominate for those retiring before age 65.
For those who retire at age 65 and over.
age requirements only, combined service
and age requirements, or rules that com-
bine age and service with a required total
are reported. We found that between
1987 and 1992, eligibility rules for retiree
coverage have generally been tightened.
The adoption of stricter eligibility rules
can, at least in part, be interpreted as a
cost-reduction strategy.

Increased Cost Sharing Over the 198-'-
1992 period, our survey generally tbund
an increase in cost sharing for retiree cov-
erage between employer and employee
and a concurrent decrease in the propor-
tion of plans in which the employer pays
the full cost. Roughly. health-care costs
are now shared in about a third of the four-
year college and university plans covering
retirees age 65 and over (compared with
21%- in 1987); employers now pay the full
cost in about a third; and the retiree pays
the full cost in about a third. For coverage
of a retiree's spouse, when the retiree is 65
and over, fewer institutionsabout
14'1 now pay the full cost. Over the
1987-1992 period, there has been an in-
crease in plans in which spouse coverage is
fully paid for by the retiree. Cost-sharing
arrangements in public and private insti-
tutions are found to be quire similar.

Over the last five ;ears, in addition to
the increasing joint employer-retiree role
in supporting the cost of retiree health-
care coverage, other cost-shifting mea-
sures have been introduced. In response

to our questionnaire checklist of measures
that have been introduced in the last three
years, about a quarter of colleges and uni-
versities report that they have increased
the premium amounts charged retirees
and spouses for their coverage; 3'7 Co -4(
have eliminated employer contributions:
a quarter have increased deductible
amounts; 17% of public and 6'1 of pri-
vate institutions say they hav. increased

coinsurance amounts; and from 11)(1 to

29%, depending on rhe type of institu-
tion. have added new managed-care fea-
tures.

Plan Choices Over the last five years,
moderate growth in plan types available
to retirees has occurred. A majority of
colleges and universities (58%) and just
under half of independent schools (47% )
now offer retirees more than one basic
type of health-care plan. In 1987. 547
of colleges and universities reported
HMOs and 20'; reported PPO enroll-
ments.

Generally, syhen more than one plan is
offered, a conventional indemnity plan is
accompanied by regular HMOs, point-of
service HMOs, andior a PPO. A total of
55% of colleges and universities now re-
port offering either HMOs (47'-i-) or
point-of-service HMOs (8% ), and
report a PPO plan. (There may be consid-
erable overlap for multiple plan-types in
these figures.)

The growth in multiple plans reflects
employers' efforts to seek control of plan
costs through managed-care alternatives.
Nonetheless, the plans with the largest
retiree enrollments for retirees 65 and
over are usually indemnity plans (many of
which now have managed-care features),
as reported by 70'.1 of colleges and uni-
versi c les and 67'1 of independent
schools. Generally. we conclude that in-
demnity plans and "out-of-network" pre-
ferred provider coverages incorporate the
user tlexibilities that are appropriate to
the geographic mobility of retiree groups
compared with active employees.

Cost Containment Promsionr A struggle

for cost containment is a dominant theme
in employers' health-care management
today. Over the 1987-1992 period, we
have found increased incidence of specific
plan features that are typical of efforts for
cost containment: requirements for hospi-
tal preadmission certification, reported by
71% of college and university plans in

1992, compared with -1-0 in 1987: pro-
grams for utilization monitoring or review.
reported by 671 of plans in 1992, com-
pared with 26.'1 in 1987; mandatory sec-
ond opinion for surgery, reported by 8';
of plans in 1992. compared with 29% in
1987; and generic drug program incen-
tives, reported by 46% of plans in 1992,
compared with 31% in 1987. Similar
growth in these features is also found in
the retiree health-care plans of indepen-
dent schools.

Conclusion

Access of retirees to health care in the
U.S. is based mainly on insurance cover-
age obtained through employer-sponsored
plans, Medicare, and individually pur-
chased -Medigap- policies. On a per capi-
ta basis, Medicare now pays only about
45% of the health-care costs of persons
age 65 and older; individual policies 'are

relatively expensive supplements and in-
corporate many limitations.'

Our survey of retiree health-care cover-
age in colleges, universities, and indepen-
dent schools reveals an array of multiple
plans, a variety of mechanisms co coordi-
nate benefits with Medicare. wide Yana-
ricas in eligibility rules for access to
postretirement health care, arid increased
resort to managed-care solutions for esca-
lating medical costs. We also see a sigmf-
icant decline in the last live years in the
proportion of private educational employ-
ers who are willing (or able) to provide re-
tiree health-care coverage. And we see
growing evidence of a two-tier sVstem of
retiree health-care protection in educa-
tion, one in which retirees in the public
educational sector are more likely to have
employer-provided health-care coverage
than are retirees in the priyate sector.

Overall, our survey reveals the striving
of individual educational institutions to
cope with the increasingly difficult
health-care issues of cost, delivery, and ac-
cessissues that are essentially national
in scope. After many years of discussion
and debate, it now seems that much more
serious attention may be given to the issue

of health-care reform. Three years ago,

the U.S. Bipartisan Commission on Com-
prehensive Reform (the Pepper Commis-
sion) made its prop.. ils tor universal
health-care coverage and system retbrm.'1
Since that time, pressures for reform have
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greatly increased. Serious study of the
health-care systems of ocher industrialized
nations suggests that substantial adminis-
trative and delivery cost controlsand
universal accesstan be achieved in the

*.S. by observing other models, this de-
spite the fact that other nations too are
contending with their own cost pressures,
brought on by expensive new treatments,
dramatic new horizons in medical re-
search, aging populationsind rising pa-
tient expectations. But while a national
debate continues, educational and other
employers face immediate imperatives in
managing health-care costs, as well as in
responding to new FASB rules for the ac-
counting of such costs.

Just over two years ago, we published
an issue of Res&arch Dialogues (no. 27 , Oc-
tober 1990) entitled -Ilealth Care Access
and Delivery: A Look Ahead.- If need for
reform in the U.S. health-care system is
now even more evident, it seems appro-
priate to repeat here the concluding para-
graph in that report: -Universal health-
care access and cost management will be
the double theme of the health-care de-
bate of the 1990s. Administrators and
others responsible for the health-care
plans for active and retired college and
university employees will be among those
affected by the outcome. The academic
community will no doubt participate ac-
tively in the discussions. As the nation
prepares a health-care model for the
twenty-first century, the observation as-
cribed to Winston Churchill may once

more be borne out: 'Americans can al-
ways be counted on co do the right thing,
after having cried everything else: The
coming . . . health-care debate will test
this proposition... (This report was prepared

fin. Research Dialogues 4 Francis P King.
Senior Reearch Officer. TIAA-CREF;

Endnotes

For a complete discussion of the Financial Ac-
counting Standards Board (FASB) Statement of
Financial Accounting Standards (SFAS). no. 106.

and of the implementation of required account-
ing procedures, see National Association ot Col-
kge and University Business Officers. Nonpemzon

Postrettrement Benefits: Strategies for Colleges and
Unnersales (Washington. D.C.: National Asso-
ciation of College and University Business Offi-
cers, 1992).

= In a 1990 survey of retiree health-care plans in
mlleges and universities by Gtopers & Lybrand
Co., 69% of respondents reported a healrh-care
plan roe retirees. Tlv airvey was based on a ques-
tionnaire mailed to 2,060 members oi the Na-
tional Association of College and University
Business Officers, with 602 responding (29% re-

sponse rate). The 1990 survey is described in Na-

cional Association of College and University
Business Officers, Nonpenston Postretirement Bate-

lin. 21.23.

In a 1989 survey of health-care plans for retirees in
,olleges and universities based on replies from
1,10; colleges and universities (66% response
rate), by Daniels and Daniels, it was reported that
68% ofprwate colleges and universities and 9;c;
ot public colleges and universities offered health-
care benefits for retired employees (Craig E.
Daniels and Janet D. Daniels, "College Faculty:
The Retirement Decision and Retiree Health
Benefits,- CL PAJournal (Spring 19921: 5. 6).

In the 1987 T1AA-CREF survey, responses were
received trom 060 wIleges and universities and
269 independent schools. These represented re-
sponse rates of 44% and 31%, respectively.

'All of the public and 99% of the private colleges
and universities responding to the 1992 TIAA-
CREF health-care survey offered a health-care
plan for active employees, as did 9'% of inde-
pendent schools.

Reported in Joseph S. Placentini and Jill D.
Foley, EBRI Databook on Employee Benefits (Wash-

ington, D.C.: Employee Benefit Research Insti-
tute, 19921, 284, 286. The coverage percentages
reported for all responding employers reporting
retiree coverage (60% for retirees under age 65
and 54% for retirees age 65 and over) Include
both private and governmental employers. Since
governmental employers are more likely co report
retiree health-care plans than are private employ-
ers, the overall percentages combining the two
may tend to overstate coverage rates for private
employers in some industry groups.

U.S. General Accounting Office, Employee Bear-

Extent q. companies. Ratree 11,a1th Cotover
(Washington, D.0 : GAOHRD-90-92. 28
March 1990), 4.

Commerce Clearing House, 1991 Methcare Ex-

plained (Chicago: Commerce Clearing House.
Inc., 1991), 146-48.

8 Source of payment data for Medicare expendi-
tures: Health Insurance Association of America.
Swart Book of. Wealth Insurance Data. 1991 (Wash-

ington. D.C.: Health Insurance Association of
America, 1991). 46.

' U.S. Bipartisan Commission on Comprehensive
Health Care, "Access to Health Care and Long-
Term Care tor All Americans,' Recommenda-
tions to the Congress, 101st Cong., 2d sess.. 2

March 1990 (Washington, D.C.. U.S. Govern-

ment Printing Office, l090n.
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